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SUBJ: ECUADOR WIT T. IMPLEMENT OPEC DECISION RE 10 PERCENT OIL PRICE 
RISE IN PULL, SORT OF, ECUADOREAN MINISTER DECLARES 

1. MINISTER OP NATURAL RESOURCES JAIME DUENAS ANNOUNCED AT 
PRESS CONPERENCE POLLOWING CABINET MEETING OCTOBER 7 THAT 
ECUADOR WOULD APPLY TEN PERCENT OIL EXPORT-PRICE RISE RETRO- 
ACTIVE TO OCTOBER 1; HOWEVER, HE SAID, EACH OPEC MEMBER IS 
PREE TO DECIDE THE "RELATIVE VALUE" OP ITS CRUDE, AND IN SET- 
TING THE PRICE RISE THE GOE WILL MAKE ADJUSTMENTS POR SUCH 
PACTORS AS THE GRAVITY OP ECUADOREAN OIL, THE SULPUR DIPPEREN- 
TIAL, ECUADOR'S GEOGRAPHICAL LOCATION AND THE BURDENS IMPOSED 
BY PANAMA CANAL FEES AND THE CANAL'S INABILITY TO ACCOMMODATE 
SUPERTANKERS. PREEDOM TO ESTABLISH A RELATIVE PRICE WILL THUS 
ALLOW ECUADOR TO SET ITS OPEC-ALLOWED PRICES AT LEVELS THAT 
PERMIT MARKET COMPETITIVENESS AND THAT PROVIDE INCENTIVES POR 
EXPLORATION AND DEVELOPMENT, HE CONTINED. HE REPORTED THAT 
ECUADOR HAD REQUESTED, ALONG WITH NIGERIA, INDONESIA AND 
GABON, THE ECONOMIC COMMISSION OP OPEC TO EXAMINE COSTS 
OP PRODUCTION AND PROPIT MARGINS POR PRODUCERS, WITH A VIEW TO 
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PACILITATING THE PROVISION OP INCENTIVES FOR INVETMENT. 
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2. DUENAS ALSO DECLARED THAT OPEC WILL PROBABLY ESTABLISH AN 
AID FUND FOR THE THIRD WORLD; THAT PRDUCERS OF LESS THAN 
500,000 BARRELS PER DAY WOULD RECEIVE SPECIAL TREATMENT FROM THE 
FUND AS REGARDS REQUIRED CONTRIBUTIONS AND POTENTIAL BENEFITS; 
AND THAT THE OPEC MEMBERS HAD LIKEWISE DECIDED TO EXEMPT 
PRODUCERSOF LESS THAN 500,000 BARRELS PER DAY FROM ANY 
PRODUCTION QUOTAS "TO ASSURE THEM SUFFICIENT RESOURCES TO 
PROMOTE DEVELOPMENT". 

3. LUIS ROMAN, MEMBER OE ECUADOR'S STANDING DELEGATION TO 
OPEC, TOLD EMBOEFS THE DAY BEFORE DUENAS PRESS CONFERENCE 
THAT HE (ROMAN) EXPECTED THE GOE TO BE REALISTIC RATHER THAN 
NATIONALISTIC IN ITS PRICE READJUSTMENT. ROMAN, WHO DID NOT 
ATTEND RECENT OPEC MEETING, SAID HE HAD HAD SEVERAL DISCUS- 
SIONS WITH DUENAS SINCE LATTER'S RETURN. NO FINAL ACTION ON 
IMPLEMENTING PRICE INCREASE IS EXPECTED UNTIL THE WEEK OF OCTOBER 
20 OR AFTERWARDS, ROMAN SAID, BECAUSE THE MINISTRY IS CONDUCTING 
EXTENSIVE ANALYSES TO DETERMINE AN OPTIMAL PRICE RISE. 

EACH OF THE THREE MAJOR ECUADOREAN MARKETS (THE CARIBBEAN, 

U.S. WEST COAST AND SOUTH AMERICAN WEST COAST) WILL BE 
STUDIED IN DETAIL, HE SAID, AS WILL FREIGHT RATES AND 
QUALITY DIFFERENTIALS FOR ECUADOREAN CRUDE. ROMAN, 

LIKE DUENAS, ALSO IMPLIED THAT ECUADOR HAD TACIT APPROVAL OF 
OPEC FOR A PRICE RISE LESS THAN 10 PERCENT, AND SAID THE 
GOE ALSO WOULD TAKE INTO ACCOUNT ACTUAL PRICE RISES OF OTHER 
OPEC COUNTRIES IN ESTABLISHING NEW LEVEL FOR ECUADOREAN 
CRUDE. ROMAN EXPECTS THE CABINET TO APPOINT A HIGH-LEVEL 
COMMISSION TO STUDY AND IMPLEMENT FUTURE PRICE INCREASE, 
INCLUDING SEVERAL CABINET MINISTERS SO THAT EVENTUAL 
DECISION ON OIL PRICE RISE CAN BE PRESENTED TO PUBLIC AS 
BEING CAREFULLY CONCEIVED AND BROADLY SUPPORTED WITHIN 
GOVERNMENT. 

4. EMBASSY COMMENT; ALL INDICATIONS CONTINUE TO BE THAT 
ECUADOR'S OIL PRICE RISE WILL BE SUBSTANITALLY LESS THAN TEN 
PERCENT, AND THAT THE SHORTFALL BELOW THE TEN-PERCENT LEVEL WILL 
BE CAMOUFLAGED BY MANIPULATION OE DIEFERENTIALS AND TAXES. 

WE BELIEVE THERE IS AT LEAST A CHANCE THAT THESE MANIPULATIONS 
WILL PROVIDE TEXACO-GULF WITH THE ADDITIONAL 50 CENTS A 
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BARREL IT NEEDS EOR FURTHER INVESTMENT. GOE STUDIES NOW IN 
PROGRESS SEEM TO BE THOROUGH-GOING AND MAY TAKE MUCH LONGER 
THAN THE TWO MORE WEEKS ESTIMATED BY ROMA, THUS FURTHER 
DELAYING FINAL DECISION AND ACTION ON OIL PRICE RISE. 
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